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Abstract 
Commercial banks that were formed in Romania after the 1989’s are 
societies  based  on  stocks  and  have  an  universal  feature  meaning  they 
manage all the products and banking services for all the fields and levels of 
the branches, sectors and segments of the national economy. There are no 
narrow specialized banks, at least not in this transition period. For example, 
before World War II the specialization has gone so far in banking sector that 
there were particularly organized banks only for loans on mortgage.
Banking risks represent a source of unexpected expenses, therefore it is 
compulsory for a bank to have a proper and an adequate management in 
order to establish the incomes. This paper presents the importance of the 
awareness upon a strategic role and a good handling of the banking risks 
both in dealing with traditional products and services, as well as with new 
and modern ones. 
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Introduction
The diversification policy belongs to the policy of commercial banks. It is 
part of the decisions that are made at the higher level of the bank management but 
also has a great independence in local branches (Abiad, A.G., Mody, A., 2005). 
Therefore we speak about including the diversity of banking products and services 
in the strategic programs of the commercial banks. For most of these banks the 
diversity of products and services represents a major objective.  
Literature Review
The diversification of products and services appears as a result of the fact that 
actually,  for  the  time  being,  Romanian  commercial  banks  are  business  and 
development banks.
As a consequence to this diversification of services and products in commercial 
banks a reorganisation and restructuring of the functional departments was needed, 
therefore they became more transparent and efficient along with the fact that they are 
mostly based on client’s needs which eventually contributed to the cut of the costs.118
Trough the diversification of products and services the commercial banks are 
fully part of the realization of the monetary  financial and exchange policy of the 
country. Thus, by diversifying the  means  of payment to commercial banks, the 
financier block can be decreased or even eliminated (Albertazzi, U., Gambacorta, 
L., 2009). Due to their participation to exchange rate auctions, commercial banks 
contribute to daily establishment of the exchange rate.
By  moderating  the  credits  demand  (even  if by  the  fact  that  there  are  not 
sufficient resources) the commercial banks reduce the inflation. To this limitation 
of  inflation  also  contributes    the  fact  that  commercial  banks  offer  credits 
differentially based on the degree of  reliability of the economical agents.
A better cooperation between banks leads to a better operating system  in 
investments  and  loans  based  on  studies  of  feasibility  and  by  participating  in 
elaboration  and  applying  of investment  and  supply  projects.  Moreover,  in  their 
cooperating relationship a higher accent is given to the intermediation of financier 
issues.
Theoretical Background
The commercial banks support each other in loan activities not as much on 
proper capital (which has a small account) but mostly on  the capital of financier 
banking market. Under this proportion one can assert that the bank represents an 
institution that operates on others money. The demand is so big that the own capital 
and supply funds are not sufficient enough as to satisfy it. Self capital and reserve 
funds are only the « leaven » in which several complex banking operations take 
place. These also serve as an assurance policy for covering the risks involved in 
each banking placement. Considering the bank only an institution that offers loans, 
it firstly has to assure for itself the supplying resources with funds, that later on 
may  be  used  as  credits.  The  preoccupation  for  representing  resources  is  as 
important as for placing them, thus giving loans.
The  economical  agents  may  find  themselves  in  the  following  positions 
towards the bank: 
￿They posses available capital that looks for placement and increase; 
￿They need capital for current activity or for investments, which they seek 
for in order to increase.
The bank has the role to relate the economical agents or natural persons with 
initiatives to the natural or legal persons that have money. The resources of the 
bank  may  differ  regarding  the  descent,  purpose,  conditions,  terms,  monetary 
market.
They represent bank obligations that is why they are part of the right side of 
the  balance,  thus  passive.  The  banking  operations  related  to  establishment  of 
resources are also called passive operations. Due to the fact that they use foreign 
resources, the responsibility of the banks is even higher. This also reflects on those 
who gave away the capital for placement because they also deal with the risk.
Generally, the need for loans appears out of lack of proper funds in order to 
fully supply the  occasional  expenses for the appropriate  course  of the complex 119
activities of each economical agent (production, investments, commercial activities 
etc.) To each of the agents there may appear lacks in function as referred to treasury or 
the management of the company (Allen F., Gale, D., 2007). That is the reason why the 
treasury credit has a significant gravity in the total of the banking credits.
The treasury credit is necessary when the current asset of the balance can’t be 
totally covered out of incoming payments and of the trading capital. One can say 
that treasury credit is of major importance in the exploiting credits.
Any economical agent has significant current actives firstly determined by 
the production activity and secondly by the promissory notes towards the clients. 
To any economical agent the financing resources must be enough to cover all the 
needs of the current active.
In our country, the trading capital generally has a higher volume than in the 
countries with a developed economy, mostly as a result of a lower speed of rotation 
of  the  current  means  and  of  the  longer  fabrication  cycle.    That  is  why,  also 
considering the limited self means of financing, one can assert that in our country 
there is a higher necessity for the banking loans.
We  may  also  add  to  the  above  mentioned  causes  also  the  big  amount  of 
stocks of finite products that are not sold (as a consequence to the lack of using the 
Marketing in sales) and also the debts that have reached a unendurable level. The 
total  need  of  funds,  therefore  of  credits  is  also  determined  by  the  course  of 
handling of the economical agent. If the rotation of stocks may be realized trough a 
good management of funds, a faster recovery of non mobilized claims, obtaining 
the  extension  of the  suppliers’  credit,  increasing  the  advance  payment  received 
from business partners, then we can speak of a decrease of the necessary for credits 
of the economical agents.
Banking Risk
Banking risks are those risks that banks encounter in their regular operations 
and  not  only  the  specific  classical  banking  risks.  As  agents  that  operates  on 
different financier markets, banks also encounter non specific risks (for example 
the exchange rate risk) but risks they also have to manage. It is obvious that a 
profitable  banking  strategy  has  to  contain  both  risk  managing    programs  and 
procedures that point to minimizing the probability of producing those risks and 
potential exposure of the bank. We insist about being obvious because the major 
objective of these policies is “minimizing the losses” or extra expenses endured by 
the  bank,  and  the  central  objective  of  banking  activities  is  represented  by  the 
obtaining of a higher profit for the shareholders.
Yet, these two objectives – the general one and the local one – don’t always 
complete each other. In certain situations the cost for implementing and exploiting 
procedures that mark the management of the risks may be bigger than the potential 
exposure to the risk. Which only leads to the conclusion that these programs have 
to be selected based on efficiency criteria.120
In other cases the strategy of the bank may imply taking  new higher risks. In 
this case the decision has always to be made considering also the extra expenses 
necessary  for  a  proper  protection  and  the  potential  bigger  losses.    But  if  the 
decision has to be made in such a matter,  then minimizing the banking risks under 
no circumstances must become an objective itself. Actually there are 3 objectives 
of the banking management: maximizing the profit, minimizing the exposure to 
risk  and  obeying  to  current  banking  regulations.  None  of  these  three  has  an 
absolute  matter,  one of  the  bank’s  tasks  being  also  the  one  of  establishing  the 
central managing objective for each period.
The importance of managing banking risks doesn’t only come only to reducing 
and minimizing the expenses. The permanent preoccupation of the management for the 
exposure to risk has also positive effects on bank employees’ behaviour, who become 
more attentive and hard working in fulfilling their job tasks. Another important aspect 
is the discouraging of the unauthorized activities at psychological level. The existence 
of adequate programs in order to prevent and control the risks leads to enforcing the 
agency amongst the banking community. Often the experience of such programs make 
a difference in admission to or participation of the  bank in inter-banking associations 
(mostly  payments)  or  obtaining  higher  scores  from  banking  authorities  (Beck,  T., 
Demirgüç-Kunt, A., Levine, R., 2006).
Nevertheless, an efficient management of banking risks will stand as a mark 
of the public image of the bank (Grey, S., 2000). The clients look for a safe  bank 
so  do  the  shareholders.  The  solidarity  of  a  bank  attracts  the  depositors  if  the 
deposits  are  not  compulsory  assured.  If  the  banks  are  not  supposed  to  be 
responsible for the civil duty toward the clients then their interest for choosing the 
safer  agencies  is  diminished,  the  most  important  criterion  becoming  the 
productivity  of  the  placement.    In  this  situation  there  may  appear  a  reluctant 
selection which force the banks with most serious troubles, due to lack of cash, to 
apply the higher interests. In order to avoid this, it is preferred for the underwriter 
to  take  up  differentiated  insurance  money,  higher  for  the  banks  with  weak 
management of risks (such as  USA) in order to exist a specified penalty for these.
In Romania, the banks managed to stand up against all the factors of financier 
instabilities in a transition generated context. The transition period represented  for
the  Romanian  banks  a  change in  status  (they  functioned as  societies  based  on 
stocks), in legal settings of operating (the law allowing the commitment in a wide 
area  of  financier  banking  operations),  freedom  in  choosing  intern  and  extern 
partners, competition  from other financier agencies (placement funds) and other 
banks (both foreign and Romanian banks created after 1990’s), reducing of the 
direct refund by the central bank, permanent change of prudential norms by BNR 
and damage of financier status of the majority of the major clients.
Under  these  circumstances,  in  managing  a  bank,  the  implementing  of 
appropriate policies of risks handling becomes a priority and a necessity, as well as 
it has to be also assimilated by the employees themselves.
In banking area of expertise growing has become an essential attribute to the 
performance. It is not a purpose itself but is rather imposed by the profitability of 
the investments in new technologies, only being possible in “mass production”. 121
The growing process in banking area has two components: growing in traditional 
banking services area (loans, transfers, inheritances) and growing in new areas of 
banking  services  (treasury  services,  capital  market,  informing  and  informatics 
services, insurances).
Growing has a competitive context and results in a wide administration of 
services by the financier institution.
Some of these services are new and the personnel lacks the experience and 
other suppose operating in such markets that the banks are not familiarized with 
and this is why they may seem unprofessional. As a consequence, the image of 
banks in financier markets tends to be a weak one because they risk to be treated by 
more specialized partners as conglomerates created at once, led by ignorant and 
unconscious persons, persons that are not interested in the net capacity of earning 
or in the specific risks. (for example the Baring’s bank).
In the context of a correct management the growth of operations in the 2 big 
areas  –  traditional  services  and  new  services  –  should  have  a  synergic  effect 
(Young,  W.,  S.,  1995).  Unfortunately  the  losses  of  some  shareholders  and  the 
evanescence of incomes lead to decrease of market value of the banks which makes 
it extremely  expensive for the  obtaining of additional capital (necessary for the 
general protection  of the agency  in  growing conditions). Since there is a weak 
communication between banks and public, even with the shareholders regarding 
the management of banking risks (especially in Romania) the market tends to treat 
all the banks in the same manner. The bad management of one bank may influence 
in a negative way the public image of the others as well.     
Conclusions
Since banking risks represent a source of unexpected expenses their proper 
and adequate management in order to establish the incomes in time has the role of 
a shock buffer. At the same time, enforcing the value of banking stocks can be 
realized only trough a real communication with the financier markets and trough 
implementing appropriate programs for banking risks management. All the banks 
and  financier  institutions  must  improve  their  comprehending  and  practicing  of 
banking operations in order to successfully manage different sorts of products. If 
the process of risk the management and the global system are both effective then 
the bank is destined to profitability. The banks are able to successfully manage the 
banking risks only if they are aware of the strategic role of the risks, if they use the 
paradigm of analysis and handling in order to increase the efficiency.122
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